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Arnstein et al.: Management Services Forum

MANAGEMENT SERVICES FORUM

Gentlemen:
I am presently engaged in re
search involving a project to revise
and expand our company’s account
coding structure (for recording fi
nancial and operating data under
an EDP system). I was referred to

your organization as a possible
source of information by the Na
tional Industrial Conference Board.
I would be very interested in
any comments or suggestions
which you may have concerning
possible sources of data on account
coding in general and/or on spe

cific systems used by other com
panies. We are organized on a de
centralized basis composed of both
domestic and foreign operating
divisions—further subdivided into
departments, i.e., manufacturing,
finance, administration, etc.
Thank you for your cooperation.
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There are about as many account coding structures as there are companies . . .

In response to this query, the
following replies were made by
members of the panel and for
warded to our correspondent.
In response to your request con
cerning information for one of your
subscribers, on a project to revise
and expand his company’s account
coding structure for an EDP sys
tem, the problem he mentions is a
fairly common one. There is quite
a bit in the literature of the profes
sion which might be of assistance
to him.
Specific sources to which he
could refer include the following:

1. As a basic bibliography he
could refer to Current Basic Sources
of ADP Information. This is a bib
liography prepared by System De
velopment Corporation for the
AICPA. This volume includes or
ganizations which may be contacted
for information as well as journals,
reviews, newsletters, and books.
2. Articles have been written on
this subject, in such sources
the
New York Certified Public Ac
countant, the N.A.A. Bulletin, and
the Journal of Systems Manage
ment. He might refer specifically
to the October 1969 issue of the
New York Certified Public Ac
countant, the June 1963 issue of
the N.A.A. Bulletin, and the No
vember 1969 issue of the Journal
of Systems Management. N.A.A.
Research Bulletin #34 dated April
1, 1959 is a basic discussion on
“Classification and Coding Tech
niques to Facilitate Accounting
Operations.”
3. Another basic source would
be Computer Literature Bibliogra
phy, published by the United
States Department of Commerce,
National Bureau of Standards, Spe
cial Publication 309.
I trust that this information will
be of assistance.

Another quite complete reply
was received from
major ac
counting firm. This one described
an account coding system actually
in use at one of the firm’s clients.

Although there are about as
many account coding structures as
there are companies, it may be
helpful to summarize the system
developed over a number of years
and now operating successfully
in one of our very large clients in
a similar industry with a number
of manufacturing plants here and
abroad. The company uses a com
puter for its major accounting and
record keeping functions.
This company uses a five-digit
code with a check digit as its sixth
digit for balance sheet and income
accounts and a similar code plus a
subsidiary four-digit account code
plus a fifth check digit for its cost
and expense accounts.
The first digit of the five-digit
code is as follows:
0 for current asset accounts
1 for all other asset accounts
2 for liability accounts and net
worth accounts
for income accounts
4 for cost of sales accounts
for research and develop
ment accounts
for selling expenses
7 for general and administra
tive expenses
8 for other income and deduc
tion accounts.
The second digit of the five-digit
code indicates the plant or divi
sion. At the time the system was
designed, the ten possible second
digit codes were sufficient to cover
all the company’s locations, but
subsequent expansion required the
conversion of this digit to an alpha
numeric code, thus providing thirtysix possible codes.
The last three digits of the five
digit code are used differently de
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pending on the account. In some
cases they represent subdivisions
such as the various banks which
hold cash for a particular location,
the various government contracts
in process in the research depart
ment, the various cost centers in
a manufacturing plant, etc. Al
though there is some attempt to
group these accounts, the last three
digits are not presently coded to
provide automatic computer sum
marization by groups.
It should be noted that certain
accounts are further coded by de
tail by adding two digits beyond
the check digit for identification
specific assets and the like. These
two digits are used for statistical
summaries but are not part of the
regular accounting reports. It
should also be noted that related
accounts are given related numbers
so that an asset account will have
the same number as its related
reserve for depreciation except for
the digit which indicates whether
the code is for an asset or for a
reserve.
The five-digit code number on
costs and expenses identifies the
cost center and the responsibility
category, and the four-digit code
identifies the type of expense, such
as supervisory salaries, wages, tele
phone expense, etc. The company
uses a standard cost system and
summarizes variances by cost cen
ter and responsibility area and also
summarizes the variances for all
cost centers by type of expense.
It should be noted that the com
pany assigns numbers in a contin
uous sequence in some parts of the
coding structure, as, for instance,
the coding of individual govern
ment research projects, but has left
gaps in the account numbering se
quence in other areas to take care
of future added subdivisions of
accounts which may logically fall
between existing accounts.
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